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Responsibilities

Session Started with Double Whammy

While the core responsibility 
of any legislative session is the 
adoption of a balanced spending 
plan, the 60-day sessions held in 
odd-numbers years are, by design, 
intended for consideration of a 
much broader range of law-making 
issues. During the “long” session 
of 2009, lawmakers considered 
proposals ranging from the repeal 
of the death penalty to campaign 
ethics reform. However, it was the 
rapid, precipitous decline of the 
New Mexico economy that grabbed 
the spotlight and forced an intense 
focus on state spending, not only for 
the upcoming fiscal year but also for 
the one already underway. 

Faced with evidence that strong 
oil and gas prices were masking a 
general weakness in the economy, 
budget drafters in 2008 took a cau-
tious approach and adopted a plan 
that left strong reserves. However, 
while the caution cushioned the 
blow, the state was still hit hard by 
the economic crash. The FY09 sur-
plus predicted in early 2008 became 
a $450 million deficit by the end of 
the year and the outlook for FY10 
dropped with each new forecast. 
As a result, the Legislature had to 
prepare two budgets this year: one 
to restore solvency to FY09 and 
one for FY10 that met the constitu-
tional requirement for balance and 
incorporated the constantly chang-
ing dollar amounts in the federal 
stimulus package.

The session ended with a sound if 
spare budget that will mean tighter 
belts throughout state government 
and among many in the private 
sector that rely on state spending. 
Some important services will suffer. 
However, unlike other states, the 
most critical services provided by 
New Mexico state government in 
health, public safety and education 
are intact and reserves are strong. It 
is important to remember, however, 
that the economic crisis is not over 
and revenues are not expected to 
return to pre-collapse levels for at 
least a few years.

The state’s current and forecasted 
financial health are discussed in the 
2009 Post-Session Fiscal Review 
recently released by the commit-
tee. The document also looks at 
the financial impact of action during 
the legislative session. It’s available 
online at lfc.nmlegis.gov under 
Fiscal Reports.
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The economic decline forced the Leg-
islature to develop two budgets during 
the 2009 regular legislative session: 
one to fix the problems for FY09 and a 
cost-cutting plan for FY10.

An assessment of the budget-drafting 
challenges of the session is the focus 
of the 2009 Post-Session Review. The 
annual publication, now posted on the 
LFC website and available in print at 
the LFC offices, is a review of the fiscal 
impact of all legislation.

At the start of the session, the Legis-
lature faced a projected $454 million 
shortfall in FY09 without any authority 
to use general fund reserves to cover the 
shortfall. Even if full transfer authority 

existed, projected reserves would have 
been reduced to 3 percent to cover the 
shortfall, well below the 10 percent 
target and leaving FY10 vulnerable.

The LFC proposed a successful pack-
age of bills to address the shortfall that 
shored up revenue through fund trans-
fers and accelerated tax collections, cut 
planned spending, and recaptured idle 
capital outlay money.

The challenge for FY10 was to cut 
spending without hurting the state’s 
ability to use federal stimulus money 
and to use federal stimulus money to 
preserve programs without creating 
the need to make deeper cuts in later 
years.

New Mexico is scheduled to get 
more than $1.9 billion in federal 

stimulus funds with more than two-
thirds of that coming through the Med-
icaid program, education programs and 
highway construction projects.

While some agencies are waiting for 
guidance from the federal government 
on the rules for spending the money, 
other agencies, including the Transpor-
tation Department, are already in the 
process of getting the federal dollars 
into the state.

The LFC has created a work group 
to track state agency spending of the 
federal revenue and to review agency 
plans for certain grants and how that 
spending ties into state budgeting.

 The committee is scheduled to hear a 
report on the federal stimulus plan – the 
American Recovery and Relief Act 
– during its first meeting of the interim 
in May. The hearing on the stimulus 
plan is scheduled for 9 a.m. May 11.

New Mexico is projected to receive an 
additional $560 million in federal funds 
for the Medicaid program as a result of 
an increase in the federal matching rate 
in the recovery act. The higher match-
ing rates will be in place until the end of 
2011, freeing state general fund monies 
for other uses.  

Another some $175 million is headed 
to the state through the Food Stamp 
program, an assistance program that is 
fully funded by the federal government 

but managed by the state.
The state is expected to receive much 

smaller amounts of federal assistance 
for health programs through com-
petitive grants for health information 
technology improvements and program 
expansions.

The Public Education Department 
expects to receive some $530 million in 
stimulus funds, with most of that flow-
ing through the state funding formula 
or existing federal funding streams. The 
department and local districts will have 
up to five years to spend the money.

New Mexico is scheduled to receive 
$253 million for highway construction 
with some projects already scheduled 
for bidding. The money will flow to 
the state through the existing federal 
highway funding act and most of the 
projects are already in state and local 
transportation plans.

New Mexico is also scheduled to 
receive about $20 million to buy and 
redevelop foreclosed and abandoned 
houses to stabilize property values in 
areas with high foreclosure rates. The 
state’s plan for spending those funds 
already has been approved by the fed-
eral government.

Other state programs and projects 
slated for federal stimulus funds 
include those involving renewable 
energy and energy efficiency, water, 
early childhood, public safety, and 
workforce development. 

Stimulus Funds for NM
Add Up to Nearly $2 B
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On the Table
Cost of Film Credit Growing 

Film production tax credits for FY09 through March 31, 
2009, total $48.1 million and include 55 productions. For all 
of FY08, $46 million was claimed on 52 productions. 

Costs Grow on Variable Rate Debt 
The fee on the New Mexico Finance Authority $200 

million line of credit with J.P. Morgan grew by about 450 
percent with its recent renewal. The authority entered into 
the line of credit as part of last year’s refinancing of  “auc-
tion rate” highway construction bonds in the Governor 
Richardson’s Investment Partnership program. The interest 
rates on auction rate bonds are reset in frequent competitive 
auctions. If no lenders bid at the auctions, whatever lender 
is holding the bonds has to keep them but the interest paid 
by the state jumps to a set cap. The sharp increase in the 
J.P. Morgan fee reflect the rapidly deteriorating market for 
variable rate debt.  

Assistance Caseloads Grow
The Food Stamp caseload was 116,437 during March 2009, 

a 23.1 percent increase from March 2008 and a 2.7 percent 
increase from February 2009. The Temporary Assistance 
for Needy Families cash assistance caseload was 16,261 
during March 2009, an 18.7 percent increase from March 
2008 and a 1.7 percent increase from February 2009. The 
caseload increases will also allow the department to draw 
down more federal stimulus funds to address the growth and 
additional administrative costs.

NM Unemployment Up
New Mexico’s unemployment rate in March was 5.9 per-

cent, up from the 5.4 percent rate in February. The national 
rate is 8.5 percent.

Prisons Get High Marks
A recent American Corrections Association audit of the 

Penitentiary of New Mexico found the facility 100 percent 
compliant on mandatory standards and 99.7 percent com-
pliant nonmandatory standards. Central New Mexico Cor-
rectional Facility in Los Lunas, also recently audited, was 
rated as 100 percent compliant with mandatory standards and 
99.3 percent compliant nonmandatory. The facilities were 
evaluated on 533 standards of prison facility operations.

Transitions
Norton Francis, LFC chief economist, has resigned to take a position in 

Washington D.C. Donna Hill-Todd of the LFC Performance Evaluation 
Unit has also resigned.

Mark Valenzuela has resigned from the New Mexico Finance Authority to 
replace Anna Lamberson as the the chief finacial officer for the city of 
Albuquerque. He is the third manager to leave NMFA since December.

Representative Bobby Gonzales has been appointed interim superintendent 
for the Taos Public Schools.

Jeremy Turner is the new executive director of the Renewable Energy 
Transmission Authority. He was the chief financial advisor to the New 
Mexico Finance Authority.

Reese Fullerton has been named a deputy director with the State Person-
nel Office.
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Spending Growth 
In Reverse

The FY10 appropriation level is $375 million, or 6.4 percent, 
below the FY09 operating budget now in place. The average 
annual growth in expenditures from FY98 to FY09 was 6.5 
percent.

Below-average spending growth will mean general fund 
spending as a share of New Mexico personal income will 
drop to 8.4 percent in FY10 after a large rise to 9.5 percent 
in FY09.

The General Appropriation Act of 2009 spends $331 million 
of federal stimulus funding to reduce the general fund require-
ments for public education and Medicaid. Adjusted for the 
additional federal revenue, the FY10 general fund appropriation 
is down approximately $200 million, or 4 percent. 
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